SENATE TAXATION
) EXHIBIT NO
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A Montana Departmentof Revenue-

Dan Bucks Brian Schweitzer
Director Governor
MEMORANDUM
To: Senator Bruce Tutvedt and Representative Mark Blasdel
From: Dan Bucks, Director
Date: January 27, 2011
Subject: Business Equipment Tax Analysis

| appreciate this opportunity to provide the following analysis of the estimated
cumulative and marginal reductions to the number of firms providing class eight
personal property tax revenue, the amounts of market and taxable value removed from
the class eight tax rolls, the amount of state revenue reduced, and the amount of local
taxes shifted to other property taxpayers when class 8 personal property is exempted at
the following exemption levels if not being replaced by other revenues. Please find this
analysis attached to this memorandum.

Under separate cover we have previously responded to different information requests
that address changing “thresholds” in one and changing “exemptions” in the other. The
attached includes both of those, together with an analysis of the different impacts of one
versus the other. Given the various bills on this issue that appear to be headed for both
of your taxation committees, we wanted to provide this analysis to ali of your members.

Please be advised that this analysis is NOT a fiscal note nor should one expect a fiscal
note to reconcile perfectly to the attached tables, as the attached analysis does not
contemplate projected growth and other factors, which a fiscal note would include.

Finally, please note, as the exemption level or exemption threshold level increases for
class 8 personal property, so does the difference in the numbers of taxpayers and in the
assessed taxes between taxpayers owning property that could fall under class 8
(whether or not now taxed, newly exempted, or previously exempted) and taxpayers
owning other taxed classes of personal property, as can be found on pages 144 and
146 of the 2011 Biennial Report.

Cc: Senate and House Taxation Committee Members

revenue.mt.gov A Toll free 1-866-859-2254 (in Helena, 444-6900) A TDD (406) 444-2830
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